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. |Dear Applicant:
i : S
| . We have considered your appiication.for recognition of exemption from federal
~Jincome tax under section 501(a) of the Internal Revenue Code as an organization. .
. {described in section 501(c)(3). Based on the information-submitted; we have concluded - :
- |that you-do not qualify for.exemption under section 561 (cX(3). The basis for our s
.-Jconclusion is set forth below: oo ' S ‘ :

Lo ! Youwere incorporated in fig Your Articles of - .
;- |Incarporation state that.you are.organized ana operStod oxcluSNely 1o religious and

. . [Polistic health purposes within the meaning of section 501(c)(3) of the Code. -
e Yb,ﬁc bylaws provide that your. primary objecﬁvéé ishal,l be:

A) To offar spiritual development services within the meaning of section
501(c)(3) of the' Code; and ST
'B) To offer 'alternétive and cbmplimentafcy holistic health practices and therapies
. within the meaning of section 501 (c)@3) of the Code.. - : .
- Your creed is

T m You believe that there are many
. ipaths.and ways to reach wholeness. Y. mifid, spirit, emotions and psyche. You
.- /promate the belief that there.ig only once source of all goodness and that i
“ m You alsa promote leaming about the'_energy

. twithin one anotner.. You believe that holistic health practitioners are professionals and

. tthat what they.do is warthy of the title minister (see page 3 Response to 2001 Survey).
. | Therefore, you encourag@e the holistic health practitioners on your staff to apply fora
© . iministerial license through the Church. Your ministers conduct weddings
" land memorials. ‘ S -




'} whom are ordained mi isters of the
- Iministering to about {ileeple per week.

successor to

; iservice entitled %

* |executive director, receives

On yow.ozs, Applicati,on‘ for Exemption.':y.ou state that you .are a

Church - -

In a letter d you.describe your religious-services. You offer g

is a spiritual catalyst to your other healing programs and services,

Or have one-on-one sessions with your many. spiritual heaith practitioners, most of
Church.. You state that you average

You also Qperéfe a’halistic health center. You rent space to holistic health

* jpractitioners. These individuals are independent contractors, who pay you rent as well
. i ias.tithés, Your practitioners charge dlients fees for their alternative and complimentary
! - ;.- health practices. Practitioners offer chiropgactic, irdology, massage, hypnotherapy,;

.- intuitive readings; herbology. astrology, reiki, nutritional consuitation, spiritual direction

. . lservices and classes at your center. You also have a bookstore with health related and =
* -+ jmetaphysical bodks. The center also has a ﬂ; You state that most of

your customers are clients who use the aiternative therapy services offered by

* |practitioners at your center. You use the funds from-the bookstore and art shop to help .
. [cover the rental.charges of difllipér. month. The bogkstore and art shop are operated " °

an the honor system, People; put their money and a:tag for what.they purchased in a red

. fenvelop and place itin a basket.. Volynteers and practitioners keep the store in order.
.1 You'submitted a diagram of the Sheesng Center. The downstairs partion of the

" ibuilding has square feet and includes one sanctuary /classroom that is 22" x 30",
+ - ffour-healing rooms, a kitchen, center office and a reception room. ' The upstairs portion .
. lof-the building consists.of

square feet and includes six healing rooms, a staff
6’ classroom. L '

office, a bookstore and a

In your letter dated

on Sundays from 10 a.m.-to 11:30-11:45 a.m. You state -

i fYou have embers on your mailing list. ' ons who sign up to be '
~ jon the mailing list by calling in or coming.to the ? Notaill -
. 1of your members are active. You state that active members are those who either attend .

. your weekly Sunday service, your weekly presentations, workshops, Classes,

you state that Rev.m. your -
r-month to operate the holistic health center and -
- [bockstore. @ also-owns SN e she trains students in
" Imassage, W (“laying on of hands” method of healing), meditation, chakra balancing.

T toning and visualization ‘and other modalities that enhance “whole person development”,
. * {You state that when students graduate,.they may offer their sérvices as a ministry.

- | |Several of the graduates.from the masgage institute now offer their services out of your -
. iholistic health center. No more than tudents may be trained at the GNP _
t any one time. . IR works about 50 to 60 hours per week at the. o




S operation:of- ‘

rivate massage clignts:(about @l hours per

I is an ardained minister by the «GRESRRI
.. lChurchand is a regular presenter at your &?se ices. In a letter

. Mdated you state that-hef. only association with the .
o _ 3 , ainbraces their philosophy that 4

| st&f members would

o Prior to forming a board. of directors, five O‘”Si)‘é-dﬁ-;‘ S
. jattend an '* to plan the agenda for

- lcenter and the massage institute and.
*imonth for.the:; Center).

. meetings were also open to your members.
g t S L R ES o ) ) : Lo :
The minutes fram your staff meetings provide interesting insight into the
nization. ' For example, according to the minutes for the staff
ting began with meditation, but the business portion

ot

meeting on

- {The group discussed sénding-out a financial appeal letter, conducting a health and
- pavehic fair, conducting a rummage sale, and a firewalk.-As part of the agenda on
ER IR the staff discussed participation in.a booth at the“
to promote staff members' businesses and-the Center, "~

s
[

i
.
!

-As.part-of the agenda for'the

.. , W ihe staff discussed the
" hew structure. Under the n?v structi|

re, the Office & Financial-Coordinator will, in

RS

i addition. to bookkeeping dutjes, “keep track of, 'and charges/payments -
" @and pay practitioners what they are owed by and ' <

N

[
'l sements from holistic h@alth practitioners selling their services. According to the
. lﬁaolicies and procedures.statement signed by your staff and affiliates, you will list the .
- ipractitioher’s name'and a short description of his/her services listed in .
., Each.permanent staff merﬁﬁer~-ai§d@eiveé a free listing agd class dedcription.in the
", inewsletter. Each practitioner ; ives advertising of his/her name, address and

" .. phone number, In the
!’ Inewsletter were devoted to i your religious

+ Isubdivision. Only @it out of ages in the Spring . all ﬁssues is

+ devoted to information about _ In your response to'the Service's letter
. dated- gryou state that your publishing activities help you bring people
.- fo your center who support the programs. and services the practitioners who pay rent

- offer so:that you can pay for-yé‘t‘ir‘spéﬁg and spread your message. You do not pay

‘ the monthly staff mesting, .
The monthly staff meeting would usually be attended by @ tof staff members. These

' . was about promoting business at the center during the-slow period during the summer. -

Center

0 Inthe Winut [ items of business.was promoting - -
ithe practitioners’ businesses through: the.free newsletter. The newsletter .

ains informat®n about spirtual/altermiative health classes and workshops offered at - :
iCenter. It also contains articles writteri by practitioners at the centerand . -
dve

issue pages of the‘nage :




-

* | The staff also discussed the center as

- m the staff discussed'ways to achnleve success. A topic of new business -
. \at the staff meeting on” was the new rent policy which states that all

~ practitioners will receive un imits

3

 tsupphies and janitorial service §

: tithes. . Your director, ays: tithes.1p you as well as an amount for rent:

' [practitionérs for their articles; rather, you charge the.précﬁtibnérs to place articles in ybur '

. publication:g
. $egs. These | '
clinic’'in which your practitionars volunteer their services to the community. A donation =

forg haif page. and; fora . You also charge advertising °
enable you to: publicize your, Sémjsgs and biweekly healing -

*lis reqdastEd’ butmot required. eu state that your clinics are open.to all.

. At the meeting on

: usage of the Center for the fee of jiilmonth.
pace for dasses and workshops is not included in this fee but will be charged at
: IR - The minutes also add that practitioners who leave the

- {Center will pay more for office space: Practitioners are urged, “Please trust that as you ,
* lput more energy andufacus” ini:
.. imeeting :agenda for Ei

., 1are focused on success.

g uour business, the clients will come.” In the staff

that.you -are in the process of revising your website.

that all of your staff volunteer to help-run fundraising events, Onorm 1023 you also -

eoplg bisslenation B¥er-the past two years. In addition, you conduct health .-
ices of the practitioners in your

center. The practitioners have donated over

phone services ), office supplies

provided by

» paper products, cleaning

You also raise funds th%h’gh“tx es and encourégé all of your members to pay

based on usage oﬁg_r_;@gnrol\lrr_gg&tjn ]

Institute (see letter dated
g : '

L .'On your website,. you featured the.services offered at your Center. You also told o
 jvisitors-to your website to “call today” or “call for an appointment” and gave the B
addresses and telephone numbers of the practitioners: at the center .You stated in your = .

- Hetter dated &

B You stated that you are seeking practitioners who - _ -

t You have fundraisérs:to support the ~Cénter.' You plan to raise funds by
conducting raffles, rummage sales and auctions.. In your letter of #, you state. | .
- istate that you offer a healing.clinic by donation on Moniday evenings. You have treated
. joverd _ B

: {fairs quarterly to allow the community to try tha: .
ours of service, which you auction in-* - :

. jorder to meet your expenses. ..Yoi also mail an annual-letter appealing for funds. In

your annual ap etter for ou indjcate that the funds that you raised from i 2
donations, the Clinic, your Sunday program q L
, ummage sales and heatth fairs were used to help pay the rent for the center
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- Iprimarily. in activities. which at

RS

B

:educational, or other specified éxempt purpose®.“noigart of the net-earnings of which

 finures to the benefit of any private shareholder or individual.
o L X ' vl ool

ot Section 1.501 (€)(3) —1(a)(1) of the Income Tax Regulationsprovides that-in order
. flo qualify for exemption under section 501(c)(3) of the code, an organization must be

g ;ébiqmémgﬂa@imand operated exclusively for one or mare exemipt purposes. * Failure to

... jmeet-either the organizational or. operational test will' disqualify an organization from .
; [exemption, under sectian 501(ck3). - A

+ | Section 1.501(c)(@5He) 1) of the regulations provides that an organization will be
. fegarded as “operated exclusively” for one or more exempt purposes only if it engages . .

IR

: ccomplish such purposes. An organization will not be so
regarded if more than'an ihsubstantial part of its activities is not in furtherance of an.

© jexempt purpese. Thus,:in construing the meaning of the phrase “exclusively for .
+ leducational purposes” in Better B
' [States, 326 US 279 (1945); 1945
.. istated that “the presence of a single noneducational purpose, if substantial.in nature,

ysiness Bureau of Washington, D.C. Inc. v. United
CB:375, the Supreme Court of the United States

"2 \will destroy the exemption regardless; of the number or importance .of truly educational -

|G PUTPOSEST g ath

B4

B Section 1.501(a)-1(c) of the regulations provides that private shareholders or -

. findividuals-are defined as persons having a personal and private jntgiest in the activities |
+ tof an organization. ‘ oo T e .

 Section 1.501(c)(3)-1(d)(1)(i) of the regulations proﬁidés that an organization is.-

not organized exclusively for:any of the purposes specified in section 501(c)(3) unless it -
. jserves. public rather than private interests. This7io meet the requirement of _ e
* ysubdivision, it is necessary for an organization to &stablish that it is not organized or :
~ loperated far the benefit of private nterests such as designated individuals, the creator - i
- lor his family, sgaarejijolders of the organizgﬁgpl,- ar.persons controlied diregter. qr; . ¥
a ipdirggﬂy, by such private interests. -

arces

- |trade or business the conduct of which is not substantially related {aside from the need

- jof such organization for-income or funds or the use it makes of the profits derived) to the.
" {exercise or performance by such organization of its charitable, educational or other '
. Epurpose-or function constituting the basis for its'exemption under section 501(c)(3).

Sacticr'513(d) of the Codf defiHEfine torm “unrelate frage oppusiness” as any

b Section 1.501(c)(3)-1(e)(1).of the regulations provides that an organization may

]

imeet me,requjrgmenisbf section 501(c)(3) of the Code alihough it operates a trade or

4

A . Section 501(6)(3)-‘bf the:Code provides for the _exémpﬁon frbm federal income tax - -
. tof organiz.atquﬁprganiz’ed and operaﬂ}eg “exclusively” for religious, charitable,
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|

: {isin furtherance of the organization's exempt purpose or purposes.and if the -.
‘I%Orgami:zation, is not organized or operated for the primary purpase of carrying on an
junrelated trade or business, as defined jn section 513. . : -

i

s,
.
1

|+ Rev.Rul'Z7-111, 1977-1 CB 144, held that two arganizations formed to promote
o !econpmic development in deteriarated areas did not qualify for exemption.under section
T

% {501(c)(3). In Sttuation 1, the organization's purpose is to. increase business patronage . '

.+ {ima deteriorated area mainly.inhabited by minority groups. In Situation 2, the .
. |organization’s purpose:is to revive retail sales in an area suffering from continued
- {economic decine. - -’ e : ' ‘

The revenue ruling holds that although the organizations’ activities might contribute

. {in-itself rather than to-accomplish exclusively 501(cX3) purposes. . -

"L Inestof Hawaii v, Commissioner, 71 T.C. 1067 (1979), affd without opinion, 647.
i 1 |F.2d 170(Sth Cir. 1 981), the Tax Court concluded that an organization created to
.- idisseminate educatjonal programs, the rights to which:were owned by for-profit

not qualify for exemption under section 501 (c)(3) of the -Co_de.: -

i

" =y9ill preciude exemption under section 501(c)(3) of the. Code, regardless of the number
y !‘or‘ir'npqr“c'ance of statutorily exempt purposes. -~ - . - :

. | . ‘ .
]

.} . Tobe described in section 501(c)(3) of the Code, an organization must be

o

regarded as operated exclusively for exempt purposes.only if it engages primarily in

U ffurther exempt purpeses. Section 1.501(c)(3)-1 (cX1) of the regulations. . Also, see, .
- ! [Better Business Bureau.v. United States, supra. : : . '

E bi"ngo ata bar for the avbwed purpose of raising money for scholarships. The board

- Iplayers: The board was self-perpetuating. The Court reasoned that since the bar
. jowners.controlled the drganization and appointed the organization's directors, the
activities of the organization could be used to the advantage of the bar owners. The

. '} Jorganization claimed that it was independent because there was separate accounting

: ;businessas a substantial part of its activities, if the operations of such trade or business

: : igto achieving. 501 (c)(3).purposes, their overall thrust was to promote business as an end- .
[
{

|corporatiens, furthered the commercial, private_purposes of the for-profit entities and did - .

- In Better Business Bureau v. fUnited States, 326 U.S. 279 (1945), the Supreme o '
Court noted that the presence of a single nonexsmpt purpose, if substantial in nature, .

Jorganized and operated: exclusively for exempt purposes. An organization will be . -
. 1activities which accomplish those exempt purposes.’ Ari organization does not operate . "
" lexclusively for. exempt purposes if more than an insubstantial part of its activities do not -

In P.L.L, Scholarship v, Commissianer, 82 T.C, (1984),'an organization operated

" |included the bar owners, the.bar’s accountant, aiso a director of the bar, as well as two .
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; towners in the

" {and nig payments wéré: going to the bar. The Cburt:wés not pérsuadéd.

f
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©+ Asrealistic look at the.operations of these two entities, however, shows'
. -that the. activities of the taxpayer and the-Pastime.Lounge were so :
interrelated as to be functionally inseparable. Séparate accountings of " -
*receipts and:dis’bhrseg‘nenm do not change thatfact. '

. An organization. is .not operated exclusively for éxempt purposes-unless it serves e
! la public rather than a private.interest. An organization must establish that it does not

" joperate for the benefit q'f _pn'\'/at"_e interests such as designated individuals, the creator or. ;
this family, shareholders: of the organization, or persons controlled directly or indirectly, . =~

by.such

: ‘l h private interests. . Section 1.501(c)(3)-1(d)(1) of the regulations,
i f &'ri'zy,bur case, the facts submitted indicate that ybu-are controlled by the buéin;ess

: I ealth center that you lease from a.third party. Your website and
- {the minutes from your staff and board of directors” meetings provida. svidence that you
are primarily operated to increase your members’businesses. Similar to Rev. Rul. 77-

accamplish exclusively, 501(c)(3) purposes.

- 111, supra, your. overall thrust is to promote business as an end in.itself rather than to

_An exempt charity has the responsibility.to use its.income and assets primarily to

. furtherits charitablé purposes. If a nonprofit organization allows a private party to
. {control:substantially all of the organ
_ thas powers that enable;it to control the flow of income or the disposition of assets -

ization's activities or.assets; e.q., if a private party - -, .

' towned by the charitable organization, it will violate the private benefit test of section

1 significant control over the operations of.a nonprofit organization for the benefit of the -

= . for-profit entity. will disqualify the -nonprofit organization from exempt status. See, est of -

Hawaii v. Commissioner, supra. Regardless of the activities that will further your exempt’ .

purposes, as the Supreme Court noted-in Better Business Bureau'v. tUnited States, a

single nonexempt purpose, if substantial.in nature, will destroy exemption.

Inaddition, you are opefated.i,n-:a manner similarto the organization in P.L.L.
Scholarship, supra. ‘You have at least one person on your board of directors who also

L { operates-a business in the building that you lease. Accarding to your minttes, all of the
p‘usir’\'éss owners are also-on your staff and may have input in how you are operated.

. 1+ Since your staff members control you and appaint your directors, your activities could
: I'be used to the advantage of your staff members. Therefore, you are not operated

i exclusively for charitable purposes under section 501(c)3) of the Code becatise you -

 |:serve private, :rather than public inferests.

In summary, yéq do not qualify for tax.exemption as an ofgénization described in: o

'1.501¢c)(3)-1(c)(1) of the regulations. In other words, a for-profit entity’s ability to exert - . .: -
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+, . |section 501(c)(3) of the Code. You must file federal income tax retums.
| Contributions to. you are hot deductible under section 170 of the.Code. .

You have the right to protest this ruling if you believe it is incorrect. To protest, you "

should: submit a statemient of-your views to this office, with a full explanation of your .

- freasoning. This statement, signed by one of your officers, must be submitted. within 30 .. -

...~ days from the date of this letter: You-also have a right to a conference in this office after- |

- .. your statement is submiitted. -You must request the conference, if you want one, when ,

- jyou file your protest statement. .If you are to be represented by someone who is not one -
* lof your officers, that person will need to file a proper power of attorney and otherwise

- |qualify-under our Conference and Practices Requirements. L .

)

If you do not protest this ruling in a.timely manner, it will be congsidered by the
. lintemal. Revenue Service as a failure.to exhaust available administrative remedies. :
. Section 7428(b)(2) of the Code provides, in part, that a declaratory judgement or decree
-+ (under this section shall.not.be issued'in any proceeding uriless the Tax Court, the '

" .. United States Court of Federal Claims, or the District Court of the United States forthe
. IDistrict of Columbia dete‘nnines.that}the‘ organization involved has exhausted L

iy

- administrative remedies! available to it within the Intemal Revenue Service.

L)

will be forwarded to the. ax Exempt and Govemment Entities (TE/GE) office.

. [Thereatfter, any.questions about your federal income tax status should be directed to

. ithat office, either by calling 877-829-5500 (a toll free number) or sending ‘e

correspondence to: Intérnal RevenuéService, TE/GE Customer Service, P.O. Box

. 12508, Cincinnati, OH 45201.. The appropriate State Officials will be notified of this'
action in accordance with Code section 6104(c).. - ‘

~ Ifwedo not hear.fr#_u within 30 days, this ruling will become final and a copy

When sending additional letters to us with respect to this case, you will expedite
" (their receipt by using the following address: . '

ot Intemal Revenue Service
ook ' , T:EO:RAT:4
1111 Constitution Ave, N.W.
Washington, D.C. 20224
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numbgr are shown in the heading of this letter.
' " Sincerdly,

- Sl . 2

_Technical Group 4.

If you have any questions, please contact.the pérson whose name and telephone - '

- Hanager, !!eml pt Organiza_t'iéns-f'-.




